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(paragraph (e)(2)(i) of this section), ex-
cept that the participant elects to re-
ceive his benefit as a 50% joint-and-sur-
vivor annuity. Before plan termi-
nation, the participant was receiving a
total benefit of $1,777: His $1,5630 ac-
crued benefit, reduced by 10% for the
survivor benefit, plus the $400 tem-
porary supplement. From the termi-
nation date until the participant
reaches age 62, PBGC will guarantee
$1,5600: The $1,500 accrued benefit (as a
straight-life annuity) as of the bank-
ruptcy filing date, reduced to $1,350 to
reflect the 10% reduction for the sur-
vivor benefit, plus $150 of the tem-
porary supplement that, in combina-
tion with the $1,350, does not exceed
the $1,600 accrued-at-normal limit.
When the participant reaches age 62,
his guaranteed benefit is reduced to
$1,350, because under plan provisions
the temporary supplement ceases at
that time.

[61 FR 34028, July 1, 1996, as amended at 67
FR 16956, Apr. 8, 2002; 76 FR 34602, June 14,
2011]

§4022.22 Maximum guaranteeable ben-
efit.

(a) In general. Subject to section
4022B of ERISA and part 4022B of this
chapter, and except as provided in
paragraph (b) of this section, benefits
payable with respect to a participant
under a plan shall be guaranteed only
to the extent that such benefits do not
exceed the actuarial value of a benefit
in the form of a life annuity payable in
monthly installments, commencing at
age 65, equal to the lesser of—

(1) One-twelfth of the participant’s
average annual gross income from his
employer during either his highest-paid
five consecutive calendar years in
which he was an active participant
under the plan, or if he was not an ac-
tive participant throughout the entire
such period, the lesser number of cal-
endar years within that period in
which he was an active participant
under the plan; or

(2) $750 multiplied by the fraction x/
$13,200 where ‘‘x’’ is the Social Security
contribution and benefit base deter-
mined under section 230 of the Social
Security Act in effect at the termi-
nation date of the plan.

29 CFR Ch. XL (7-1-12 Edition)

(b) PPA 2006 bankruptcy termination.
In a PPA 2006 bankruptcy termi-
nation—

(1) The five-year period described in
paragraph (a)(1) of this section shall
not include any calendar years that
end after the bankruptcy filing date.

(2) “‘Bankruptcy filing date’ is sub-
stituted for ‘‘termination date of the
plan’ in paragraph (a)(2) of this sec-
tion. Example: A contributing sponsor
files a bankruptcy petition in 2007. The
sponsor’s plan terminates in a distress
termination with a termination date in
2008. PBGC will compute participants’
maximum guaranteeable benefits based
on the amount determined under para-
graph (a)(2) for 2007 ($4,125.00 as a
straight-life annuity starting at age
65).

(¢c) Gross income. For purposes of para-
graph (a)(1) of this section—

(1) Gross income means ‘‘earned in-
come’ as defined in section 911(d)(2) of
the Code, determined without regard to
any community property laws.

(2) If the plan is one to which more
than one employer contributes, and
during any calendar year the partici-
pant received gross income from more
than one such contributing employer,
then the amounts so received shall be
aggregated in determining the partici-
pant’s gross income for the calendar
year.

[76 FR 34602, June 14, 2011]

§4022.23 Computation of maximum
guaranteeable benefits.

(a) General. Where a benefit is pay-
able in any manner other than as a
monthly benefit payable for life com-
mencing at age 65, the maximum
guaranteeable monthly amount of such
benefit shall be computed by applying
the applicable factor or factors set
forth in paragraphs (c)-(e) of this sec-
tion to the monthly amount computed
under §4022.22. In the case of a step-
down life annuity, the maximum
guaranteeable monthly amount of such
benefit shall be computed in accord-
ance with paragraph (f) of this section.

(b) Application of adjustment factors to
monthly amount computed under
$§4022.22. (1) Bach percentage increase
or decrease computed under paragraphs
(c), (d), and (e) of this section shall be
added to or subtracted from a base of
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1.00, and the resulting amounts shall be
multiplied.

(2) The monthly amount computed
under §4022.22 shall be multiplied by
the product computed pursuant to
paragraph (b)(1) of this section in order
to determine the participant’s and/or
beneficiary’s maximum benefit
guaranteeable.

(c) Annuitant’s age factor. If a partici-
pant or the beneficiary of a deceased
participant is entitled to and chooses
to receive his benefit at an age younger
than 65, the monthly amount computed
under §4022.22 shall be reduced by the
following amounts for each month up
to the number of whole months below
age 65 that corresponds to the later of
the participant’s age at the termi-
nation date or his age at the time he
begins to receive the benefit: For each
of the 60 months immediately pre-
ceding the 65th birthday, the reduction
shall be 72 of 1%; For each of the 60
months immediately preceding the 60th
birthday, the reduction shall be %i2 of
1%; For each of the 120 months imme-
diately preceding the 55th birthday,
the reduction shall be 242 of 1%; and
For each succeeding 120 months period,
the monthly percentage reduction shall
be %2 of that used for the preceding 120
month period.

(d) Factor for benefit payable in a form
other than as a life annuity. When a ben-
efit is in a form other than a life annu-
ity payable in monthly installments,
the monthly amount computed under
§4022.22 shall be adjusted by the appro-
priate factors on a case-by-case basis
by PBGC. This paragraph sets forth the
adjustment factors to be used for sev-
eral common benefit forms payable in
monthly installments.

(1) Period certain and continuous annu-
ity. A period certain and continuous
annuity means an annuity which is
payable in periodic installments for
the participant’s life, but for not less
than a specified period of time whether
or not the participant dies during that
period. The monthly amount of a pe-
riod certain and continuous annuity
computed under §4022.22 shall be re-
duced by the following amounts for
each month of the period certain subse-
quent to the termination date:

For each month up to 60 months de-
duct %24 of 1%;

§4022.23

For each month beyond 60 months
deduct %2 of 1%.

(i) A cash refund annuity means an
annuity under which if the participant
dies prior to the time when he has re-
ceived pension payments equal to a
fixed sum specified in the plan, then
the balance is paid as a lump-sum
death benefit. A cash refund annuity
shall be treated as a benefit payable for
a period certain and continuous. The
period of certainty shall be computed
by dividing the amount of the lump-
sum refund by the monthly amount to
which the participant is entitled under
the terms of the plan.

(ii) An installment refund annuity
means an annuity under which if the
participant dies prior to the time he
has received pension payments equal to
a fixed sum specified in the plan, then
the balance is paid as a death benefit in
periodic installments equal in amount
to the participant’s periodic benefit.
An installment refund annuity shall be
treated as a benefit payable for a pe-
riod certain and continuous. The period
of certainty shall be computed by di-
viding the amount of the remaining re-
fund by the monthly amount to which
the participant is entitled under the
terms of the plan.

(2) Joint and survivor annuity (contin-
gent basis). A joint and survivor annu-
ity (contingent basis) means an annu-
ity which is payable in periodic install-
ments to a participant for his life and
upon his death is payable to his bene-
ficiary for the beneficiary’s life in the
same or in a reduced amount. The
monthly amount of a joint and sur-
vivor annuity (contingent basis) com-
puted under §4022.22 shall be reduced
by an amount equal to 10% plus 210 of
1% for each percentage point in excess
of 50% of the participant’s benefit that
will continue to be paid to the bene-
ficiary. If the benefit payable to the
beneficiary is less than 50 percent of
the participant’s benefit, PBGC shall
provide the adjustment factors to be
used.

(3) Joint and survivor annuity (joint
basis). A joint and survivor annuity
(joint basis) means an annuity which is
payable in periodic installments to a
participant and upon his death or the
death of his beneficiary is payable to
the survivor for the survivor’s life in
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the same or in a reduced amount. The
monthly amount of a joint and sur-
vivor annuity (joint basis) computed
under §4022.22 shall be reduced by an
amount equal to %o of 1% for each per-
centage point in excess of 50% of the
participant’s original benefit that will
continue to be paid to the survivor. If
the benefit payable to the survivor is
less than 50 percent of the participant’s
original benefit, PBGC shall provide
the adjustment factors to be used.

(e) When a benefit is payable in a
form described in paragraph (d)(2) or (3)
of this section, and the beneficiary’s
age is different from the participant’s
age, by 15 years or less, the monthly
amount computed under §4022.22 shall
be adjusted by the following amounts:
If the beneficiary is younger than the
participant, deduct 1% for each year of
the age difference; If the beneficiary is
older than the participant, add Y2 of 1%
for each year of the age difference. In
computing the difference in ages, years
over 65 years of age shall not be count-
ed. If the difference in age between the

29 CFR Ch. XL (7-1-12 Edition)

beneficiary and the participant is
greater than 15 years, PBGC shall pro-
vide the adjustment factors to be used.

(f) Step-down life annuity. A step-
down life annuity means an annuity
payable in a certain amount for the life
of the participant plus a temporary ad-
ditional amount payable until the par-
ticipant attains an age specified in the
plan.

(1) The temporary additional amount
payable under a step-down life annuity
shall be converted to a life annuity
payable in monthly installments by
multiplying the appropriate factor
based on the participant’s age and the
number of remaining years of the tem-
porary additional benefit by the
amount of the temporary additional
benefit. The factors to be used are set
forth in the table below. The amount of
the monthly benefit so calculated shall
be added to the level amount of the
monthly benefit payable for life to de-
termine the level-life annuity that is
equivalent to the step-down life annu-
ity.

FACTORS FOR CONVERTING TEMPORARY ADDITIONAL BENEFIT UNDER STEP-DOWN LIFE ANNUITY

. Number of years temporary additional benefit is payable under the plan as of the
Age of participant ! at the later of the date Py
gthe te?mporgry additional benefit com- date of plan termination 2
mences or the date of plan termination 1 2 3 4 5 6 7 8 9 10

45 ... 0.060 | 0.117 | 0.170 | 0.220 | 0.268
.061 119 173 224 273
.062 21 176 .228 .278
.063 123 179 .282 .283
.064 125 182 .236 .288
.065 127 185 .240 .293
.066 129 .188 244 .298
.067 131 191 248 .3038
.068 133 194 .252 .308
.069 135 197 .256 .313
.070 137 .200 .260 .318
.072 A4 .206 .268 .328
.074 .145 212 276 .338
.076 149 .218 .284 .348
.078 153 224 .292 .358
.080 157 .230 .300 .368
.082 161 .236 .308
.084 165 .242
.086 169 | ...
088 | ciivies | e | e | e | e | e | e | e | e

1At last birthday.

2|f the benefit is payable for less than 1 yr, the appropriate factor is obtained by multiplying the factor for 1 yr by a fraction, the
numerator of which is the number of months the benefit is payable, and the denominator of which is 12. If the benefit is payable
for 1 or more whole years, plus an additional number of months less than 12, the appropriate factor is obtained by linear inter-
polation between the factor for the number of whole years the benefit is payable and the factor for the next year.

(2) If a participant is entitled to and
chooses to receive a step-down life an-
nuity at an age younger than 65, the
monthly amount computed under

§4022.22 shall be adjusted by applying
the factors set forth in paragraph (c) of
this section in the manner described in
paragraph (b) of this section.

988



Pension Benefit Guaranty Corporation

(3) If the level-life monthly benefit
calculated pursuant to paragraph (f)(1)
of this section exceeds the monthly
amount calculated pursuant to para-
graph (f)(2) of this section, then the
monthly maximum benefit
guaranteeable shall be a step-down life
annuity under which the monthly
amount of the temporary additional
benefit and the amount of the monthly
benefit payable for life, respectively,
shall bear the same ratio to the month-
ly amount of the temporary additional
benefit and the monthly benefit pay-
able for life provided under the plan,
respectively, as the monthly benefit
calculated pursuant to paragraph (f)(2)
of this section bears to the monthly
benefit calculated pursuant to para-
graph (f)(1) of this section.

(g) PPA 2006 bankruptcy termination.
(1) In a PPA 2006 bankruptcy termi-
nation, except as provided in the next
sentence, ‘‘bankruptcy filing date” is
substituted for ‘‘termination date’ and
“date of plan termination’ each place
that ‘‘termination date” or ‘‘date of
plan termination” appears in para-
graphs (¢), (d), and (f) of this section. In
any case in which an event (such as the
death of a participant or beneficiary
who was alive on the bankruptcy filing
date) that affects who is receiving or
will receive a benefit from PBGC has
occurred on or before the termination
date, PBGC will determine the factors
in paragraphs (d), (e), and (f) based on
the form of benefit that was being paid
(or was payable) and the person who
was receiving or was entitled to receive
the benefit from PBGC as of the termi-
nation date. (The case of Participant C
in the example below illustrates this
exception.)

(2) Example. (i) Facts. The contrib-
uting sponsor of a plan files a bank-
ruptcy petition in July 2007, and the
sponsor’s plan terminates in a PBGC-
initiated termination with a termi-
nation date in July 2008. At the bank-
ruptcey filing date:

(A) Participant A was age 64 and re-
ceiving a benefit from the plan in the
form of a 10-year certain-and-contin-
uous annuity, with 4 years remaining
in the certain period.

(B) Participant B was age 60 and 6
months and was still working. She
began receiving a benefit from the plan

§4022.24

in the form of a 50% joint-and-survivor
annuity when she turned 61 in January
2008. Her spouse was the same age as
she.

(C) Participant C was age 60 and was
receiving a $3,000/month benefit from
the plan in the form of a 50% joint-and-
survivor annuity, with his spouse, age
58, as his beneficiary. Participant C he
died in February 2008 and in March 2008
his spouse began receiving a 50% sur-
vivor annuity of $1,500/month.

(D) Participant D was age 59 and was
still working; he began receiving a
straight-life annuity from the PBGC in
July 2010 when he was 62 years old.

(ii) Conclusions. In accordance with
§4022.22(b)(2), PBGC computes the max-
imum guaranteeable monthly benefit
for Participants A, B, and D and for the
spouse of Participant C based on the
$4,125.00 amount determined under
§4022.22(a)(2) for 2007. (The gross-in-
come-based limitation in §4022.22(a)(1)
does not apply to any of these partici-

pants.)
(A) Participant A’s maximum
guaranteeable monthly benefit is

$3,759.53 [$4,125.00 x .93 (7% reduction
for a benefit starting at age 64) x .98
(2% reduction for a certain-and-contin-
uous annuity with 4 years remaining in
the certain period)].

(B) Participant B’s maximum
guaranteeable monthly benefit is
$2,673.00 [$4,125.00 x .72 (28% reduction
for a benefit starting at age 61) x .90
(10% reduction due to the 50% joint-
and-survivor feature)].

(C) Participant C’s spouse’s max-
imum guaranteeable monthly benefit
is $2,351.25 [$4,125.00 x .57 (43% reduction
for a benefit starting at age 58; no re-
duction for the form of benefit because
the spouse’s survivor benefit is a
straight-life annuity)]. Because that
amount exceeds the spouse’s $1,500
monthly survivor benefit, the spouse’s
benefit is not reduced by the maximum
guaranteeable benefit limitation.

(D) Participant D’s maximum
guaranteeable monthly benefit is
$3,258.75 [$4,125.00 x .79 (21% reduction
for a benefit starting at age 62)].

[61 FR 34028, July 1, 1996; 61 FR 36626, July 12,
1996; 76 FR 34603, June 14, 2011]

§4022.24 Benefit increases.
(a) Scope. This section applies:
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